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In the attached final rule, the Office of Thrift Super-
vision (OTS) has lowered liquidity requirements for
savings associations from 5 to 4 percent of the in-
stitution's liquidity base, the lowest level permitted
by current law.

The rule also climinates 2 separate limit that re-
quired thrifts to hold assets equal to 1 percent of a
thrift's liquidity base in cash or short term liquid as-
sets. Additionally, OTS streamlined the calculations
used 10 measure compliance with liquidity re-
quirements, expanded the types of investments con-
sidered to be liquid assets to conform with
provisions of the Financial Institutions Reform, Re-
covery, and Enforcement Act of 1989 (FIRREA), and
reduced the liquidity base by modifying the defini-
tion of net withdrawable account to exclude ac-
counts with maturities exceeding one year.
After reviewing comments, OTS made several
changes 1o the proposed rule, issued May 14, 1997.
One change in the final rule permits savings associa-
tions to use either the existing or new method of
calculating their liquidity base. The new method re-
quires the calculation once each quarter rather than
. Another change removes the requirement
that certain obligations must marure in five years or
less in order to qualify as a liquid asset.
Simply meeting the minimum liquidity requirement
does not automatically mean a thrift institution has

sufficient liquidity for safe and sound operation. The
new final rule includes a separate requirement that
each thrift must maintain sufficient liquidity to en-
sure its safe and sound operation. Adequate liquidity
may vary from institution to institution :
on a thrift's overall asset/liability structure, market
conditions, the activities of financial service com-
petitors and the requirements of its own deposit and
loan customers. OTS examiners take all these factors
into account in assessing whether an institution has
sufficent liquidity. Other federal banking agencies
use the same approach.

The final rule was published in the November 24,
1997, edition of the Federal Regisier, Vol. 62, No.
226, pp. 62509-62513, and is effective on November
24, 1997. : .

For further information contact:
Francis Raue, Program Analyst  202/906-5750

Susan Miles, Atorney 202/906-6798
Ellen Seidman

Director

Office of Thrift Supervision
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VII. EHective Date

Section 302 of the CDRIA requires
that regulations that impose additional
reporting, disciosure, or other new
requirernents take effect on the first day
of the calendar quarter following
publication of the rule unless, among
other things, the agency determines, for
good cause, that the regulations should
“ecome effective before that date. The

“(“Association member”) ar* in its

place;

8- In paregraph (g)(11), remaving the
period at the end of the concl teot
and adding s semicolon in its place:
(,g)l(L I;ddhég parzgraphs (g)(12) and

13); an

i. Removing b (h).

The additions rgvisions roed as
follows:

§568.1 Definitions.

- - - - -

{D) Are not convertible to comymon
stock;

(ﬁ)Suchcommudd]:gr.

(A) Continues to be rated in one of the
two highest categories by the most
recently published rating of such paper
by two nationally
investment reting services, or, if
unnud.ingunnnt-dbynconpnn
hl;‘i;gﬁmlndlngplputhﬂhloy
rated;
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(B} Will mature in, 270 days or less;
and

(iil) An amount not in excess of one
percant of such institution's assets
invested in eligible corporate dabt

tions or commercial paper of &
o issuer shall be co_untndp:: a liquid
asset;

. (10) Reserves required to be
maintained pursuant to title I of the

Depository Institution tion and
133 Control Act of 1880 (94 Stat,

tto 12 CFR
part 204, whather in of:

(12) Mortgage-related securitieg
r:;uib.d im12Us.C uosrb)(:)(t.:')(ﬂ):

ﬂaPWhnmonfhumrltyof
lﬂutlinmr-ld-nunlndpmputy
as described in 12 U.S.C.
1485(bX1 MC)vil).

3. Section 568.2 is revised to read as

oot less than 4 percent of:

{i) The smount of its liqmm at

the end of the preceding
: or

(i) The sverage balance of its
Bquidity base during preceding

(2) The averags daily balance of sither
liquid assets or quui%iytym .
quartsr is calculated the
nccdn balancs as of the closs of

business day in a quarter, and for
any non-business day, as of the close of
the nearest preceding business day, and
dividing the total by the number of days
in the quarter.

(¢} Reduction and suspension of
liquidity requirements. The Office may,
to the extent and under conditions it
may prescribe, permit a savings
sssociation to reduce its liquid assets

below the minimum amount required by
parsgraph (b} of this section to mest
withdrawals or pay obligations. The
gmmy suspend part or all oml;:
uirements of paragra
of this zc';gn whensver it dcuml:lngl
that conditions of national emergsncy or
unusual economic stress exist. Any such
suspension, unless sooner terminated by
its terms or by the Office, shall .
terminate afier 90 :nyu. Imt.ilho Office
may again suspend part or all of such
requirement at any tims.
Datad: Noveraber 13, 1997.
By the Offics of Thril Su
Elion S, Seldman, -

- Director. -
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